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DOCKETS  NO: W-03576A-06-0155; W-20446A-06-01557 S W-03575-06-0155
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TO ALL P ARTIES  :

Enclose d ple a se  find the  re comme nda tion of Adminis tra tive  La w Judge  Dwight D.
Nodes . The  recommenda tion has  been filed in the  form of an Opinion and Order on:

S ANTA CRUZ WATER COMP ANY, LLC
a nd P ALO VERDE UTILITIES  COMP ANY, LLC ,

(TRANS FER OF AS S ETS  AND CC&N)

Pursuant to A.A.C. R14-3-1 l0(B), you may file  exceptions  to the  recommenda tion of
the  Adminis tra tive  Law Judge  by filing an origina l and ten (10) copies  of the  exceptions  with
the  Commission's  Docke t Control a t the  address  lis ted be low by 4:00 p.m. on or be fore :

SEPTEMBER 13, 2007

The  e nclose d is NO T a n orde r of the  Commis s ion, but a  re comme nda tion of the
Adminis tra tive  Law Judge  to the  Commissioners . Considera tion of this  matte r has te nta tive ly
been scheduled for the  Commission's  Working Session and Open Meeting to be  he ld on:

SEPTEMBER 18, 2007 AND SEPTEMBER 19, 2007

For more  informa tion, you ma y conta ct Docke t Control a t (602) 542-3477 or the
He a ring Divis ion a t (602) 542-4250. For informa tion a bout the  Ope n Me e ting, conta ct the
Executive  Director's  Office  a t (602) 542-3931 .
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BEFORE THE ARIZONA CORPORATION COMMISSION

MIKE GLEASON, Chairman
WILLIAM A. MUNDELL
JEFF HATCH-MILLER
KRISTIN K. MAYES
GARY PIERCE

IN THE MATTER OF THE APPLICATION OF
SANTA CRUZ WATER COMPANY, LLC, TO
TRANSFER ITS CERTICIATE OF
CONVENIENCE AND NECESSITY AND ASSETS
TO GLOBAL WATER - SANTA CRUZ WATER
COMPANY.

DOCKET NO. W-03576A-06-0_55
DOCKET no. W-20446A-06-0155

DOCKET NO. SW-03575A-06-0155
DOCKET no. SW-20445A-06-0155

IN THE MATTER OF THE APPLICATION OF
PALO VERDE UTILITIES COMPANY, LLC, TO
TRANSFER ITS CERTIFICATE OF
CONVENIENCE AND NECESSITY AND ASSETS
TO GLOBAL WATER - PALO VERDE
UTILITIES COMPANY.

DECISION NO.

OPINION AND ORDER

January 12, 2007

Phoenix, Arizona

Dwight D. Nodes

Mr. Timothy Sato, ROSHKA, DE LF & PATTEN,
PLC, on behalf of Applicants, and

Ms. Robin Mitchell, Staff Attorney, Legal Division, on
behalf o f t he  Ut ilit ies  Divis io n o f t he  Ar izo na
Corporation Commission.
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16 PLACE OF HEARING:

17 ADMINISTRATIVE LAW JUDGE:

18 APPEARANCES:
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22 On March 9, 2006, Santa Cruz Water Company, LLC ("Santa Cruz") and Palo Verde Utilities

23 Compa ny,  LLC ("Pa lo Ver de")  ( joint ly "Applica nt s")  f i led with the Ar izona  Cor por a t ion

24 Commission ("Commission") a joint application for the transfer of their assets and Certificates of

25 Convenience and Necessity ("Certificates" or  "CC&Ns") to Global Water  - Santa  Cruz Water

26 Company and Global Water .- Palo Verde Utilities Company, respectively.

27 On October 25, 2006, the Commission's Utilities Division ("Staff") issued its Staff Report

28 recommending approval of the application subject to certain conditions.

BY THE COMMISSION:

S:\DNodes\Water\Orders\060l55o&o.doc 1
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DOCKET NO. W-03576A-06-0155 ET AL.

1 By P roce dura l Orde r is s ue d  Nove mbe r 29 , 2006, th is  ma tte r wa s  s che dule d  for he a ring  to

2 comme nce  on J a nua ry 12, 2007.

3 Th e  e v id e n t ia ry h e a rin g  wa s  h e ld  o n  J a n u a ry 1 2 ,  2 0 0 7 ,  b e fo re  a  d u ly a u th o r iz e d

4 Adminis tra tive  La w J udge  a t the  Commis s ion's  office s  in P hoe nix, Arizona . At the  conclus ion of the

5 he a ring, the  ma tte r wa s  ta ke n unde r a dvis e me nt pe nding s ubmis s ion of a  Re comme nde d Opinion a nd

6 Orde r.

7 * * * * * * * * * *

F INDING S  O F  F AC T

8 Ha ving  c ons ide re d  the  e n tire  re c o rd  he re in  a nd  be ing  fu lly a dvis e d  in  the  p re mis e s ,  the

9 Commis s ion finds , conclude s , a nd orde rs  tha t:

10

11 O n  Ma rc h  9 ,  2 0 0 6 ,  S a n ta  C ru z a n d  P a lo  Ve rd e  file d  with  th e  C o m m is s io n  a n

12 a pplica tion (Ex. A-1) to  tra ns fe r the ir CC&Ns  to  Globa l Wa te r .-. S a nta  Cruz ("Globa l S a nta  Cruz")

13 a nd  Globa l Wa te r - P a lo  Ve rde  ("Globa l - P a lo  Ve rde ") (co lle c tive ly "Ne w Globa l S ubs id ia rie s ").

14 S a n ta  C ru z  a n d  P a lo  Ve rd e  a re  wh o lly o wn e d  s u b s id ia rie s  o f G lo b a l Wa te r R e s o u rc e s ,  LLC

15 ("Glo b a l").

2.

1 .

16 On Octobe r 25, 2006, S ta ff file d its S ta ff Re port propos ing a pprova l of the  a pplica tion

17 s ubje ct to ce rta in re comme nda tions  s e t forth in the  S ta ff Re port.

18 3. On  Nove mbe r 29 , 2006 , a  P roc e dura l Orde r wa s  is s ue d , s c he du ling  a  he a ring  fo r

19 J a nua ry 12 , 2007 , d ire c ting  the  Applic a n ts  to  pub lis h  no tic e  o f the  a pp lic a tion  a nd  he a ring , a nd

20 s e tting a  de a dline  for inte rve ntion.

21 4 . On  De c e mbe r 29 ,  2006 ,  the  App lic a n ts  file d  a ffida vits  o f pub lic a tion  (E x.  A-2 ) in

22 c omplia nc e  with  the  Nove mbe r 29 ,  2006  P roc e dura l Orde r. No  re que s ts  fo r in te rve n tion  we re

23 re ce ive d.

24 5. On J a nua ry 12, 2007, the  he a ring wa s  he ld, a s  s che dule d. At the  he a ring, Cindy Lile s ,

25 Globa l Wa te r Ma na ge me nt, LLC's  vice -pre s ide nt of growth ma na ge me nt a nd chie f fina ncia l office r,

26 te s tifie d on be ha lf of the  Applica nts l. Ge ra ld Be cke r, a  public  utilitie s  a na lys t, te s tifie d on be ha lf of

27

28

1 Global Water Management, LLC, is a Delaware LLC which provides all of the management, operations, billing,
customer service, and engineering services for the utility operating companies. Thus, Global Water Resources and the
various operating subsidiaries have no employees, since all of the services are provided by Global Water Management

2



DOCKET NO. W-03576A-06-0155 ET AL.

1 S ta ff.

2
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6. The  New Globa l Subsidia ries  a re  100 percent owned by Globa l Water Resources , Inc.,

which in tum wholly owne d by Globa l. According to the  S ta ff Re port, the  Ne w Globa l S ubs idia rie s

will re ta in the  same  office rs  and directors  a s  currently exis t for Santa  Cruz and Pa lo Verde , and the re

are  no planned changes  to the  current ce rtified opera tors  or to exis ting or planned facilities  as  a  result

of the  tra ns a ction. The  Ne w Globa l S ubs idia rie s  would utilize  the  e xis ting ra te s  a nd cha rge s  a nd

the re  a re  no planned changes  in the  capita liza tion and financing of the  subs idia rie s  a s  a  re sult of the

tra ns fe rs  (Ex. S -l, a t 1).

7. Ms . Lile s  te s tifie d  re ga rd ing  the  corpora te  s tructure  fo r Globa l a nd  its  va rious

1 0 subs idia rie s , a nd sponsore d a  cha rt showing the  s tructure  of the  Globa l orga niza tion (Ex. A-3). At

11

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

the  top of the  corpora te  s tructure  is  Globa l Wa te r Re s ource s , LLC, a  De la wa re  LLC. Unde r tha t

entity a re  the  two exis ting utility LLCs  (Santa  Cruz and Pa lo Verde ), a s  we ll a s  Globa l Wa te r, Inc., a

De la wa re  "C" Corp. Unde r Globa l Wa te r, Inc., a re  a ll of the  va rious  othe r utility compa nie s  tha t a re

controlle d by Globa l, a ll of which a re  forme d a s  Arizona  "C" Corps . According to Ms . Lile s , the

transaction proposed in the  pending applica tion would place  Santa  Cruz and Pa lo Verde  in the  same

form as  a ll of Globa l's  othe r utility companie s  (i. e ., a s  Arizona  "C" Corps  ra the r than LLCs) (Tr. 8).

Ms . Lile s  s ta te d tha t the  corpora tions  which a re  the  s ubje ct of the  a pplica tion we re

formed in 2005, and the  transfer applica tion was then filed in 2006. She  requested tha t the  transfer be

ma de  e ffe ctive  Ja nua ry 1, 2006 in orde r to a ccommoda te  compa ny a udits  a nd filing of ta x re turns .

She  a lso indica te d tha t the re  would be  no ne ga tive  ta x implica tions  from the  propose d tra nsa ction,

and the  changes  would not a ffect e ithe r the  exis ting ra te s  or capita liza tion of the  companies  (Tr. 10-

22 11).

23 9.

24

25

Globa l a sse rts  tha t the  proposed transfe rs  a re  in the  public inte res t, based on the  fact

tha t Santa  Cruz and Pa lo Ve rde  would both become  corpora tions  ra the r than LLCs . The  Applicants

ha ve  cite d to the  Commis s ion's  conce rns  with public s e rvice  corpora tions  be ing forme d a s  LLCs ,

26

27

28

under contracts with the subsidiaries. Staff witness Gerald Becker agreed that Staffs recommendation in this case has no
effect on any future rate cases where the appropriateness of Global Water Managelnent's fee structure for services
rendered to the affiliated subsidiaries would be considered (Tr. 35). See, e.g., Black Mountain Sewer Corp., Decision No.
69164, at 12-19 andGold Canyon Sewer Co., Decision No. 69664, at 12-20.

8.

3



DOCKET no. W-03576A-06-0-55 ET AL.

1 which s tructure  potentia lly provides  le ss  transpa rency of and control ove r such companie s  (Ex. S -1,

2 a t 2). The  Applica nts  a lso cla ims  tha t the  ne w corpora te  na me s  for S a nta  Cruz a nd P a lo Ve rde  will

3 re duce  cus tome r confus ion. The y cite  to a  ne w a dve rtis ing ca mpa ign utilizing a  ne w logo which

4 re fe rs  to "Globa l Wa te r" a s  a  provide r of wa te r a nd wa s te wa te r se rvice s , including a n a dve rtise me nt

5 tha t a ppe a re d in the  Wa ll S tre e t Journa l (Ex. A-4).

6 10. The Staff Report indicates that Staff does not oppose the  proposed transfer because the

7 corpora te  form of ownership provides  additiona l transparency, and corpora tions  typica lly opera te  in a

8 more  forma lize d ma nne r tha n LLCs . S ta ff a gre e s  tha t the re  s hould be  no ne ga tive  income  ta x or

9 prope rty tax implica tions  a s  a  re sult of the  transaction because  the  New Globa l Subs idia rie s  will have

10 the  same  tax bas is  a s  currently exis ts  for Santa  Cruz and Pa lo Verde . S ta ff a lso be lieves  tha t the  new

l l corpora te  names  (Globa l Wa te r - Santa  Cruz and Globa l Wa te r .- Pa lo Ve rde ), by including "Globa l

12 Wate r" a s  pa rt of the  company names , will be  le ss  confus ing to both cus tomers  and regula tors  (Ex. S-

13 l, a t 3).

14 l l . S ta ff therefore  recommends tha t the  proposed transfer of the  CC&Ns and asse ts  to the

15 New Globa l Subs idia rie s  should be  approved subj act to the  following compliance  items:

l6

17

18

19

20

21

22

23

24

25

26

a ) The  Ne w Globa l S ubs id ia rie s  s ha ll u tilize  the  e xis ting  ra te s  a nd
charges of the  current subsidiaries  (Santa  Cruz and Palo Verde),

b) The  Ne w Globa l S ubs idia rie s  s ha ll continue  to comply with a ll prior
Commis s ion De cis ions  a nd a ll complia nce  obliga tions  of the  curre nt
CC&Ns  a nd  ob ta in  a ll Arizona  De pa rtme nt o f Wa te r Re s ource s
("ADW R") a n d  Ariz o n a  De p a rtme n t o f E n viro n me n ta l Q u a lity
("ADEQ") a pprova ls  by the  da te s  s pe cifie d in the  prior Commis s ion
Orde rs ,

c) The  Ne w Globa l Subs idia rie s  sha ll ma inta in the  bonds  re quire d by the
curre nt CC&N Orde rsz, a nd the ir fina ncia l conditions  sha ll re ma in the
same  s ince  a ll of the  a sse ts , liabilitie s  and capita l will be  transfe rred to
the  New Globa l Subs idia rie s ;

d) The  Ne w Globa l S ubs idia rie s  s ha ll ma inta in  the  e xis ting  fina ncia l
conditions  as  the  current subsidia ries  and confine  such conditions , as  a
compliance  item in this  docke t, by docke ting the  pre  and pos t-transfe r
ba la nce  she e ts  for e a ch of the  curre nt a nd Ne w Globa l S ubs idia rie s ,
within 90 days  following the  comple tion of the  transfe rs , and

e ) The  Ne w Globa l S ubs id ia rie s  s ha ll comply with  a ll re qu ire me nts

27

28
2 The bonds previously required for Santa Cruz and Palo Verde were subsequently eliminated effective September 23,
2006, pursuant to Decision No. 68186 (September 30, 2005).

4
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DOCKET NO. W-03576A-06-0-55 ET AL.

re la te d to Advances in Aid of Cons truction, cus tome r de pos its , a nd
other Commiss ion ordered financia l conditions  (Ex. S-1 , a t 3).1

2

3 1. P a lo Ve rde  a nd S a nta  Cruz a re  public s e rvice  corpora tions  within the  me a ning of

4

The  Commis s ion ha s  juris diction ove r P a lo Ve rde  a nd S a nta  Cruz a nd the  s ubje ct

CDNCLUS IO NS  O F LAW

5 2.

6 ma tte r of the  a pplica tion.

7 3. Notice  of the  applica tion was  provided in accordance  with law.

8 4.

9 Commiss ion a pprova l prior to cha nging the ir corpora te  s tructure . Unde r the  fa cts  a nd circums ta nce s

10 pre se nte d in this  docke t, it is  re a sona ble  to a pprove , with a n e ffe ctive  da te  of J a nua ry 1, 2006, the

l l tra ns fe r of the  CC&Ns  a nd a s s e ts  of P a lo Ve rde  Utilitie s  Compa ny, LLC, a rid S a nta  Cruz Wa te r

12 Compa ny, LLC, to the  Ne w Globa l S ubs idia rie s  (Globa l Wa te r - P a lo Ve rde  a nd Globa l Wa te r

13 Santa Cruz) .

S ta ff's  recommenda tions  se t forth in Findings  of Fact No. ll, a re  rea sonable  and sha ll

ORDER

1 4 5 .

15 be  a dopte d.

1 6

17 IT IS  THEREFORE ORDERED tha t the  jo in t a pplica tion  for the  tra ns fe r of a s s e ts  a nd

18 Ce rtifica te s  of Conve nie nce  a nd Ne ce ss ity, a nd Sa nta  Cruz Wa te r Compa ny, LLC, a nd Pa lo Ve rde

19 Utilitie s  Compa ny, LLC, to Globa l Wa te r .- S a nta  Cruz Wa te r Compa ny a nd Globa l Wa te r - P a lo

20 Ve rde  Utilitie s  Compa ny, re spe ctive ly, sha ll be  a pprove d re troa ctive  to J a nua ry 1, 2006, subje ct to

21 compliance  with Staff s  recommendations as  described here in.

IT IS  FURTHER ORDERED tha t the  Ne w Globa l S ubs idia rie s  sha ll utilize  the  e xis ting ra te s

23 a nd cha rge s  of the  curre nt subs idia rie s , Sa nta  Cruz Wa te r Compa ny, LLC, a nd Pa lo Ve rde  Utilitie s

24 Company, LLC.

25 IT IS  FURTHER ORDERED tha t the  Ne w Globa l S ubs idia rie s  sha ll continue  to comply with

26 a ll prior Commis s ion De cis ions  a nd a ll complia nce  obliga tions  of the  curre nt CC&Ns  a nd obta in a ll

27  Arizona  De pa rtme nt o f Wa te r Re s ource s  a nd  Arizona  De pa rtme nt o f Environme nta l qua lity

28

22

5



COMMIS S IONER COMMIS S IONERCOMMIS S IONER

IN W ITNE S S  W HE R E O F ,  1 ,  DE AN s .  MILLE R ,  In te rim
Exe cutive  Dire ctor of the  Arizona  Corpora tion Commis s ion,
ha ve  he re unto se t my ha nd a nd ca use d the  officia l s e a l of the
Commiss ion to be  a ffixed a t the  Capitol, in the  City of Phoenix,
this da y of , 2007.

DE AN s .  MILLE R
INTERIM EXECUTIVE DIRECTOR

DIS S ENT

DIS S ENT

6 DE CIS IO N n o .

QP

DOCKET NO. W-03576A-06-0_55 ET AL.

1 a pprova ls  by the  da te s  s pe cifie d in a ny prior Commis s ion Orde rs .

2 IT IS  F URTHE R O RDE RE D tha t the  Ne w G loba l S ubs id ia rie s  s ha ll m a in ta in  the  e xis ting

3 fina ncia l conditions  a s  the  curre nt s ubs idia rie s  a nd confirm  s uch conditions , a s  a  com plia nce  ite m  in

4 this  docke t,  by docke ting the  pre  a nd pos t-tra ns fe r ba la nce  s he e ts  for e a ch of the  curre nt a nd Ne w

5 Globa l S ubs idia rie s , within 90 da ys  of the  e ffe ctive  da te  of this  De cis ion.

6 IT  IS  F UR T HE R  O R DE R E D th a t  t h e  Ne w G lo b a l S u b s id ia r ie s  s h a ll c o m p ly  with  a ll

7 re quire m e nts  re la te d to  Adva nce s  in  Aid of Cons truc tion, cus tom e r de pos its ,  a nd othe r Com m is s ion

8 orde re d conditions .

9 IT IS  FURTHER ORDERED tha t this  De cis ion s ha ll be com e  e ffe c tive  im m e dia te ly.

10 BY O R DE R  O F  THE  AR IZO NA C O R P O R ATIO N C O MMIS S IO N.
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S ANTA CRUZ WATER COMP ANY, LLC a nd  P ALO
VERDE UTILITIES  COMP ANY, LLC.

W-03576A-06-0155; W-20446A-06-0155, SW-03575A-
06-0155 and SW-20445A-06-0155

1 S ERVICE LIS T FOR:

2
3 DOC KE T NOS .:

4

5

6

7

8

9

10

Michae l Pa tten
Timothy S a to
ROS HKA, De WULF & P ATTEN, P LC
One Arizona  Center
400 East Van Buren Street, Ste . 800
P hoe nix, AZ 85004

Chris tophe r Ke mple y, Chie f Couns e l
Le ga l Divis ion
AR IZO NA C O R P O R ATIO N C O MMIS S IO N
1200 We s t Wa s hington S tre e t
P hoe nix, AZ 85007

12

13

Erne s t G. J ohns on, Dire ctor
Utilitie s  Divis ion
AR IZO NA C O R P O R ATIO N C O MMIS S IO N
1200 We s t Wa s hington
P hoe nix, AZ 85007

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28
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